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Outline of U.S. Tariff/Trade History 
 

Pre-Civil War: The tariff issue is a major source of friction between the 

export-oriented agricultural southern states and the import-competing 

manufacturing northern states.  Northern states favored high tariffs; southern 

states (which had to buy manufactured goods from outside their borders) wanted 

low tariffs. 

 Hence, prominent Southerners such as Thomas Jefferson were advocates of 

free trade. Prominent northerners, such as Alexander Hamilton, favored trade 

restrictions.  Many historians would rank frictions over trade policy as a major 

factor contributing to the Civil War between North and South. 

 

Post-Civil War until after World War II: Democrats, the party of the south, 

generally favored low tariffs.  Republicans, party of northern industrial 

interests, generally favored high tariffs to protect against European 

competition.  U.S. tariffs rose or fell depending on which party controlled 

Congress.  Tariffs became involved in complex ways with social and fiscal policy.  

A pension plan for (northern) Civil War veterans became a major justification 

for tariffs.  As the plan became more generous to veterans and their dependents, 

more tariff revenue could be said to be needed to finance the plan.  Since the 

plan paid out only to northern veterans, it tended to spread federal money into 

Republican areas. 

 

1930: With the onset of the Great Depression and growing unemployment, Congress 

passes the Smoot-Hawley tariff bill, generally considered the most 

restrictionist of 20th century U.S. tariffs. 

 

1934: Reciprocal Trade Agreements principle established by (Democratic)  New 

Deal administration and Congress.  Through negotiations with other countries, 

the President had the authority to negotiate down the high Smoot-Hawley tariffs, 

including most-favored nation clauses in the treaties.  Idea was that this would 

gradually lead to worldwide tariff reductions, an expansion of world trade, and 

would foster economic recovery from the Depression. 
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Late 1940s: Post-World War II, the idea of fostering international cooperation 

to avoid more wars becomes popular.  Institutions such as the U.N. are created.  

U.S. becomes part of GATT (General Agreement on Tariffs and Trade) but never 

ratifies the creation of the more ambitious International Trade Organization. 

Hence, ITO is never established and GATT becomes de facto forum for trade disputes 

continuing until present time. 

 

1960s: Kennedy Round tariff reduction negotiations between U.S. and major 

western countries.  Impetus for Kennedy Round was the formation of the European 

Economic Community in the late 1950s.  The EEC’s creation sparked fears in U.S. 

export-oriented industries (especially agriculture) that U.S. products would 

be subject to trade diversion by the EEC.  The Kennedy administration obtained 

congressional authority for these negotiations in the early 1960s. 

 

1960s to present: Various non-tariff barriers erected to protect U.S. textile, 

apparel, and steel industries.  These have been a source of international friction 

between the U.S. and other trading partners.  Some have been reduced by negotiation.  

See below. 

 

1970s: Tokyo Round negotiations lead to further tariff reductions and attempts to 

reduce non-tariff barriers. 

 

Early 1980s: Major appreciation of the U.S. dollar and deep recession leads to 

pressure for trade restrictions in Congress. One result was an orderly market 

agreement involving Japanese cars. 

 

1980s & early 1990s: Uruguay Round of negotiations undertaken to achieve further 

reductions in tariffs and non-tariff barriers.  Negotiations also dealt with 

service-related issues.  Ultimately, an agreement was signed in 1994. World Trade 

Organization – something like the stillborn ITO – was created to administer 

international trade rules.  The agreement pushes tariffication of non-tariff 

barriers (conversion of quotas and other such barriers into equivalent tariffs that 

presumably can be more easily negotiated down). 

 

1988: U.S. and Canada agree to form a free trade area. (Eventually it becomes North 

American Free Trade Agreement - NAFTA). 
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1991-94: Negotiations to form a U.S.-Canada-Mexico free trade area (NAFTA).  Treaty 

ratified in 1993 to take effect January 1, 1994.  Agreement phased in over a period 

of years.  Various environmental and labor standards accords included. 

 

1994: U.S. revives "Super 301", section of tariff law providing for strong U.S. 

retaliation against unfair trade practices of other countries.  "Fast-track" 

authority for president lapses. (Under fast track, Congress agrees to vote either 

yes or no on deals negotiated by the President without any amendments.) 

 

1997: Congress refuses to grant President Clinton renewed "fast track" authority 

to negotiate new multinational trade agreements such as extension of NAFTA to 

additional countries.  Fast track is later renamed “Trade Promotion Authority” by 

George W. Bush administration in effort to revive it. 

 

1999: Major anti-globalization demonstrations in Seattle disrupt WTO meeting.  

Similar demonstrations occur at later meetings of international trade and finance 

organizations. 

 

2001: Terrorist attacks on U.S. create uncertainty about global trade and 

investment.  New trade negotiations framework agreed upon at the Doha Ministerial 

Conference under WTO auspices.  Among the items to be discussed were trade barriers 

in agriculture and use of anti-dumping rules.  Intellectual property rights were 

also designated for further discussion. 

 

2002-2007: Period of increasing bilateral and regional negotiations.  Bush 

administration wins "fast-track" authority (now termed "trade promotion authority") 

to negotiate new trade treaties.  Bilateral free trade agreement deals are reached 

with several countries including Australia, Singapore, and Chile.  Negotiations 

for similar deals are planned or initiated for other countries including Bahrain, 

Dominican Republic, Panama, and Thailand.  A Central American Free Trade Agreement 

is signed with El Salvador, Guatemala, Honduras, and Nicaragua (with further 

negotiations planned to include Costa Rica).  Planning is also announced for an 

Andean free trade agreement with Columbia and Peru, with the possibility of 

expansion to Ecuador and Bolivia.   Goals are set forth for an eventual Free Trade 

Area of the Americas (FTAA) and a Middle East Free Trade Area (MEFTA).  (The U.S. 

already has free trade agreements with Jordan and Israel.)  Limited "trade and 

investment framework agreements are concluded with Pakistan, Yemen, and Kuwait.  

Trade promotion authority of the Bush administration set to expire in 2007.  

Political realignment in congress makes renewal of such authority difficult. 

 

 


